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Relaliong. o4 ‘Mu&m&a«m@m

A recent series of attacks by the Peroniste papers in Argentina
vgeinst President Dutra end the Brezillien government hes resulted in

s definlte deterioretion in relations between those ococuntries to the
detriment to US intevests in hemisphere solidarity. Simultansously

with the nttacks on Duirn, those pepers espoused the cendidacy of ex~
dletator Gotfilio Vergss in the October elections in Brasil. I% zppears
olmost certeln that Varges' candidecy will suffer ss a result of this
apparent "ccalition" betwoen Perén and Vergas. Any benefli that might
pocrue to Perén ag the result of this move is net clear, however. Varges
1s porhnps oloser in bis thinking to Pepén than any other candidato,

and there soens o be no edvantage to Perdn in injuring Varges' chances.
Furthor, there is no other candidate fovareble to Poron whose chances
would be enhanced by such.a move. Thus, Perdn scems nsedlessly to

have crecated a tenge situation from which he can expect no particular
advantage, poesibly becsuse of an i1l-consldered use of an opportunity
to atteck Dutra.

BRAZIL:

Inereased Communiat Provesends, Activity

o most violent and clearcut statoment of the Communist aims
thus far published in the Bragilien Communist press 18 contajned in =
4 August manifesto, reportedly signed by the Communist lesder Ludis
Carlos Prostes. This manifesto urges a "democrabic front for national
1iberation® and aims at the esteblishment of a "revolutionery" govern-
ment; the prohibition of the stom bombs denunciation of thse Rio Treaty
ond other nimilar tresties; comfiscetion end immediate nationalizetion
of 81l enterprises of the "imperislistic® pewersa and the repodistion
of the DBraziliasn foreign debt; and the nsticmalization of all "monopo~
13stie® industrlel and commersial enterprises, with or without indemnifi-
cation, "depending on the positlion of the owners regard the strugegle
againet imperislism®. Prestes reportedly added that the international
and the internal situatlons were never more favorsble for the success of
such o movement end that viclence of the mmsees was both inevitable
and necessory. The purpose of such a wanifesto,which also vofers to
Communist voting in the October general electlons, undoubtedly is to
spur the Communists end fellow iravelers to more energ:zbie opposiiion
to sny Brazilian oid to Korea, since the Communisto apperently don't
plen eny immediate large-scale revolutionary movement. This manifesto
nay backfire on the Communists, however, by causing additional and
more severe repressive messures by the government, inaluding the closing
of the Commmist press, ond the passage in Congress of the much debated
National Securliy Act.

ECUADOR ¢
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The split the Liberal~-Raedienl Party, which became quite
apparent during ite national assenmbly in July, will further contribute

to the instability of the governmont. The assembly served to accentuate

and bring into the open the differences which have existed Por some time
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between the party's right wing, which favors collaboration with the
present govermnment, and the currently predominant left wing, which
advocates opposition to President Plaza and cooperation with the
Socialist Party. From e long-range point of view, if the present
administration should remain in power until the 1952 presidential
elections, such a development could be regorded as favorsble for
Plaze's coslition party, since it is possible that it would eventu-
ally lead the dissident right wing liberals into the ranks of the
WCDN. This slight note of optimism disappears almost completelys
however, with the considorstion that the pariy’s more radicel ele-
ments will now regard tho overthrow of the government by force es
the enly nosaible meens of assuming poweyr in the near foture. In
order to schieve this ends it mey be expected that they will cooperate
more closely with the Soclalists in supporting revoluticnary activity
25X1 by subversive army olements | Wily, 18 Jul 50).
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(Sumpary -~ The political situation has improved since the
firat of the year. The economic situation continues to be
unfavorablo. Mllitary capsbilities remain the same. Com-
munists are an insignificent factor. Paraguay's relations
with other countires are friendly.

- U5 security interests are not affected by
changes since the first of the year.)

The political situation in Paragusy hes improved since the first of
the year. Although there are reports of political arrests and of dis~
agreement between Brigadier General Alfredo Stroessner and Minister of
the Interior Rigoberto Caballerc, neither of these factors is believed to
be of serious consequence st this time. President Chaves has continued
to retain the support of the Democratic sector of the Colorado Party and
of the militery == support which has made it possible for his administra-
tion to atay in power for a relatively long time in comperiscn with obher
administrations of the last two years. Although the support of the ad-
ministration by the militery is undoubtedly essentisl for political
atebility, the military sre staying out of polities, and there have been
no recent reports of thelr plotting. No instences of violence occurred
when the state of slege wes 1lifted tc allow vobing to take place on

16 July.

The inanpuration of Chaves as president on 15 August is not expected
%o vesult in any prest change in the povermment or its policies. For the
immediate future, prospects are pood for continued politleal stability.
Fven in the absence of disruptive elements in the present situation, how-
aver, the eontinued tensure of the administration can not be rredicted for
a lonper period, as withdrawal of army suppert at any time could result
in a change of government -~ something that could very well oceur, for
example, should dissension appear in the Colorado Party, or should a seri-
ous disagreement develop between Commendor in Chief Diez de Vivar and the
president.

Eeonopic

The current economic situation in Perapuay is unfavorable. It is
true that irede agreements with Yuposlavia, the Hetherlands, and the
Fedsral Republic of Germeny have resulted in an exchanpge of goods,; and
there is an increase in foreign exchanee holdings. Also, progpects for
hswvests of cottons corn, end rice are goed. Economic difficulties are
being experienced, however. The incressed issuance of paper money has
hed an inflstionary effect. Gommercial activity hes suffered from depleted
atocks caused by severe import restrictions, the rise in cost of pro-
duction following the generel wage incrcase granted in Nay, and price~
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fixing on some articles. The meat pecking industry (cne of the leading
industries in Peraguay) may be forced to close because of a shortage of
catitle. The general public is faced with steadily rising living cnsts.

The insuguration of n weokly comorolal service by Braniff Alrweys
from the U via lima and Lo Paz to Asuncién has improved trensportetion
and communication facilitics betweon the US and Paraguay, & development
which favors US interests, but which has no significant effect on the
generally unfavorable economie situation.

Thers are no prospects for improvement in the economic situation in
the near future.

There have been no reports indicating any significant chenges 1n the
morale, training, or capebilities of the army. The acquisition of two
new planes does not meterially alter the cepabilities of the air forca.
A1though the military could easily resume an active role 4in politica,
there are at present no positive indicetions that they will do so.

Subversive
Communists continue to be of slight importance in Paraguaysn affairs.
Other subvernive elements within porties not presently in power, have not
been sufficlently strong or unified bo overthrow the government. [ ] 25x1
believes that these foreces do not constitue a serious threat et the pres-
ent tlme.

ry
el

Paraguny continues to be on friendly terms with lts neighbors. Offi~
cial relations with Uruguay are cordial, a8 evidenced by the establishmsnt
of a Parapuayan-Uruguayan eultural center, by Presidsat Betlle Berves'
invitation to Chaves to visit Uruguay, ond by improvement of the legrtion
in Asuncién, and the possibllity of its being rolsed to an embas3y.
Rolations with Argentina vemain friendly (Peron has inviied Chaves to visit
Argertine). Recent visits of US eltizens, espocially that of Assistent
Secpretary of State Miller, pointed up the cooperation and friendly feeling
existing between the US and Paraguay. A treaty of friendship, commerce,
and economic development with the US ie now under consideration by Paragueyen
authorities.

Paraguay recognized Combodlia, Laos, Vietnam, end Indenesia on 5 April,
end has suthorized the opening of a consulate in Frankfurt, Germeny. I%
deposited ratifilcation of the chorter of the 0AS on 3 May, and has also
robified the Internatlonal Telecomunications Convention of 1947, the
Tnternational Telecopmunications Union of 1949, and the Inter-American
Redio Communications Agreement of 1949« Paraguey haos aporoved decisions
taken by the UN Security Council on Korea, and has offered assistance
within limite of ils resources-
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